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Part A — Answer any two of the following three questions. Each question is worth 20 
marks. 


Question 1 

In the assessment year 2016/2017, Percy Wesley won the grand prize of $50,000 in the 
Christmas special edition of the evening quiz on an ABC Radio station. He also received goods 
worth $5,000. Because of his success, he was invited to another television quiz show on the 
Regional Channel 36. He received $8,000 from this television quiz show. 


Advise Percy as to whether the above amounts are assessable. Support your answer 
with reference to relevant provisions, principles, rules and/or legal authorities. Explain 
the relevant factors that courts take into consideration in such situations. 


Question 2 

Vernon Dursley wishes to give independent financial security to his wife, Petunia. On 2 
February 2016, they purchase an income-producing property as joint tenants. On the same 
day, they enter into a partnership agreement, according to which net income from the property 
will be apportioned 80% to Petunia and 20% to Vernon, but any losses will be apportioned 
10% to Petunia and 90% to Vernon. 


Explain the difference between a partnership at general law and a partnership for tax 
purposes. Advise Vernon and Petunia whether their partnership agreement is effective 
for tax purposes. Support your answer with reference to relevant provisions, principles, 
rules and/or legal authorities. 


Question 3 

Fiona Hart owns a hall in Armidale, where she has been giving violin lessons for many years. 
During the assessment year 2016/2017, she found out that a portion of the ceiling of the hall 
was in needed repair. She decided to replace the whole of the ceiling with a different, but 
better, material. In addition to enhancing the appearance of the hall, the new ceiling improved 
the acoustics. The total cost of the material and of erecting the new ceiling was $150,000. She 
had estimated that the cost of repairing the ceiling would be $100,000. 


With reference to section 25-10 of the Income Tax Assessment Act 1997 (Cth), discuss 
the amount, if any, that is allowable as a deduction for income tax purposes. Support 
your answer with reference to relevant legal authorities. 
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Part B — Answer any one of the two questions. Each question is worth 15 marks. 


Question 4 

Discuss whether persons listed below come within the meaning of ‘resident’ as defined 
in section 6 of the Income Tax Assessment Act 1936 (Cth). Support your answer with 
reference to relevant provisions, principles, rules and/or legal authorities. 


(a) Mohamad Ali teaches at the King Fahd University of Petroleum and Minerals in Saudi 


~~ 


~~ 


Arabia. He receives a scholarship from the Government of Saudi Arabia to undertake 
PhD in Petroleum Science. He arrives in Perth on 1 July 2017 to undertake the 
Doctoral programme in Petroleum Science at the Curtin University. It will take 
Mohamad four years to complete his thesis. A condition of the scholarship is that, 
upon completion, he must return to Saudi Arabia and work for the King Fahd 
University for a period of at least five years. 


Gustakio Kazusov is an internationally renowned pianist. He was born in Latvia and 
lives there with his family. He is employed by a Latvian company that provides his 
services to promoters. He regularly visits Australia to perform at the five mainland 
capitals. For the past few years, he spends about four weeks in Australia. He is 
impressed with Australia both as a place to visit and for the potential increase in the 
value of real estate. On 1 July 2015, he purchases a unit on the Gold Coast. He has 
used this home unit for a holiday for the whole of January and possibly some of 
February in the assessment years 2015/2016 and 2016/2017. The unit has been 
available for rent for the rest of the year. 


Tara, a 31 year-old engineer, was born in Melbourne. She leaves Australia for the 
first time on 1 December 2017 in order to take up a three-year contract with a 
software company in the United States. If circumstances permit, she may negotiate 
a further three-year contract on completion of the present contract. She has no 
dependents in Australia. For this reason, she is indifferent about returning to 
Australia. 
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Question 5 
Taken individually, indicate the most applicable CGT event(s) for the following 
taxpayers for 2016/17. Also indicate the date on which the CGT event(s) happen. 


(a) On 1 September 2016, Jane Goodyear enters into a contract with John Dunlop, 


~~ 


which gives her the right of the use and enjoyment of John’s house in Armidale for a 
period of eight months, in order for her to decide if she wants to buy the house. On 
1 May 2017, Jane enters into a contract with John to buy the house for $350,000. 


On 1 August 2016, Second State Real Estate Pty Ltd enters into a six-month option 
contract to purchase a parcel of land from Harry Chopper for $700,000. The cost of 
the option is $40,000, while the legal expenses and stamp duty associated with 
writing the contract are $1,000. On 1 December 2017, Second State Real Estate 
exercises the option to acquire the land from Harry. 


Alina has not been keeping well for a few years. She finds it difficult to manage her 
café in Sydney, which she purchased in 1981. On 15 January 2017, she sells the 
café for $800,000. She also receives the sum of $50,000 from the purchaser for 
agreeing not to operate another café within 5 km of her old café for the next five 
years. 
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